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ted Adjusting incorrect dalloweiees,
for ary month the transportation al-
lowanee you are entitied to is less than
the amount vou took on Form MMS-
2014, you are rejquired Lo report and pay
additional royelties due, plus inerest
comprted under 30 CFR 218.54 from the
first day of the firsl month you de-
ducted the improper transportation al-
lowance unkil Lhe date you pay ths roy-
albies due. If the transportation allow-
ance you are entitled to is greater Lhan
the amounl you took on Ferm MMS-
2014 for any royalties during Lhe re-
porting period, you are entitled to a
credit. No interest will be paid on the
overpsyment.

) Delermaning  allowable vcosts for
ransparialion cllowanees. Liessess may
include, but are not limited to, tte fol-
lowing costs in determining the zrm's-
length transportation allowance under
paragraph (a) of this seclion or the
non-arm’s-length transportation allow-
ance under paragraph (b)) of this zec-
tlon:

1y Fivm demand charges paid to pipe-
fines. You must limil {he allowable
costs for the firm demand chatrges to
the applicable rale per MMBtu multi-
plied by the actual volumes srans-
ported. You may not include any losses
incurred for previcusly purchased but
unused firm capacity. You also may
not irclude any gaing associated with
releasing livm capacity. If you receive
a payment or credit from the pipeline
for penally refunds, raie case reunds,
or otler reasons, you must reduce the
firm Jdemand charge claimed oa the
Form MMS -2014. You must modify the
IForm MMS 2014 by the amourt re-
ceived or credited for the affected re-
porting period.

(2) Cas supply realignmnent (GSKE) costs.
The GSR coste result from a pipeline
reforming or terminating supply con-
tracts with producers to implement the
restructuring  reguireinents of PERC
orders in 18 CFR part 284,

(3 Commodily charges. The com-
modily charge allows the nipeline to
recaver the costs of providing service.

)y Wheeling  costs. Hub operators
charge a wheeling cost for transporbing
gas from one pipeline bo either the
same or another pipeline through a
marxet center or hub. A hub is a con-
nected manifo.d of pipslines through
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which a series of incoming pipelines
are interconnected to A series of out-
voing pipelines.

(0) Gas Reseawrch Inslitute (GRI) Jees.
The GRI conducts research. develop-
ment, and commercialization prograis
cn natural gas related top.cs for the
tenefit of the U.S. gas indusiry and gas
customers. GRI fees are allowal:le pro-
vided such fees are mandatory in
PERC-apmroved tarilts,

6) Annual Charge Adjustment (ACA)
foes. FERC charges these fees to pipe-
lines to pay for its operaling expenses,

) Payments (either volumetric or in
radue) for actual er theomedeel losses.
This paragraph does not apply to non-
armls-length  transportation  arrange-
ments.

(8) Temporary storage servmees. This in-
cludes slhiort duration storage servicas
offered by markebt centers or hubs
(commonly referred to ag “parking™ or
“bhanking™), or other temporary sbtor-
age services provided by pipeline trans-
porters, whether astual or provided as
a matter of acccunting. Temporary
storage 1s limited 1o 30 days ov less.

{9} Supplemenial costs for compression,
vehydration, and (realment of gus. MMS
allows these costs only if such services
are required for transportation and ex-
ceed the services necessary to place
production inte marketable condition
tequired under §206.174(h).

(gy Detemining nonallowalle costs for
transportaiion allowances. l.essees may
not include the following costs in de-
termining the arri's-lengtl transpor-
tation allowance under paragraph (a) of
this section or Lhe non-ann’s-leng.h
transportation allowance under para-
graph (b)Y of this geclion:

(1) Fees or costs incurred for storage.
This includes storng production in a
storage facility, whelher on or off the
lease, for more than 30 days.

2y Aggregaterimarketer fees. 'This in-
cdes fees you pay Lo alobllelr person
(including your affiliates: to markst
your gas, including purchasing and re-
selling the gas, or finding or maintain-
ng a market for the gas production.

(3) Penaliics your incur s shipper.
These penalties include, but are nat
limited to the following:

(8)  Ower-delivery cash-ouwt penaliies.
This inclades the Jifference between
the price the pipeline pays you [or

Minerals Management Service, interior

vver-delivered volumes outside the tol-
erances and Lhe price you recelve for
over-delivered volumes within  toler-
AICOS,

(i Scheduling penadtics, This incluades
penaldbies you ineur for diflerences he-
{waen datly volumes delivered into tie
pipelineg  and volwmes scheduled  or
nominated al a receipt or delivery
point.

(11 Dnbadlance penalties. 'This includes
penalties you incur (geneialiy on a
monthiy Lasis) for differencss between
volurnes dzlivered into the pipeline ard
volumes scheduled or nominabed ab a
receipl or delivelry point,

(iv) Operational penalfies. This in-
cludes fees vouo incur for violation of
the pipeline’s cwrtailment or oper-
ational orders issued to protect the
operational integrity of the pipeline,

4y Intra-hub lransfer fees. These are
fzes you pay to hub operators for ad-
miinistrative services (e.g.. title trans-
far tracking) necessary Lo account for
the sale of gas within a hub.

{5y Other nonallowable costs. Any cost
vou incur for services you are requived
to provide at no cogt Lo Lhe lessor,

(h) Other transporiation cost determina-
tiors. Youtnust follow the provigions of
lhis section to determine transpor-
ltation costs when establishing value
wsing either a net-back valnation pro-
cedure or any other procedure Lhat al-
lows deduction of achual transpor-
tatiaon cosks.

PROCESSING ALLOWAMISS

§206.179 What general requircments
regarding processing allowances
aply to me?

(a) When you value any gas plant
product under §206.174. yvou may deduct
from value the reagonable actual costs
of processing.

(I You must allocate processing
costs among the gas plant products.
You must determniue a sepatabe proc-
essing allowance for each gas plant
produch and processing plaul relation-
ship. Natural gas lqulde are congldered
as uhie prodoct.

() The processging aliowance deduc-
pion based on an individual produci
may not exceed 66 273 peorcent of the
value of each gas dlant product deter-
mined under §206..74, Hefore you czl-
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culate Lhe 66 243 pervenl limic, vou
must first reluce the value [or any
transportatior allowances relatced  vo
post-processing transpoertation author-
ized undoer §206 177,

iy Processing cost deductions will
not be allowel for placing lease prod
ucts in marketable condition. These
costs inciude among clhers, dehydra-
tion, separalion, compression upstream
of the facility reasurement poinl, o
storage, even If those functions are poer-
formed off the lease or at a proressing
plasit. Costs for the removal of acid
gases, commoenly referred to as sweet-
ening, are nol allowed unless the acid
agey removed are fuarther processed
into a gas plant productk. In such event,
vou will be el.gible for a processing al-
lowance deternined under this sabpart.
However, MMS will not grant any proc-
essing allowance for processing lease
production that is not royalty hearing.

(e) You will be allowed a reasonable
amount of residue gas royalty free for
operation of the processing plant, bulb
no aliowance will be made for expenses
incidental to marketing, excepl as pro-
vided in 30 CFR part 206, Tn those situa-
tions where a processing plan: proc-
egses gas from more than one lease,
only Lhat proporiionate share of your
residue gas necessary for the opzration
of the processing plant witl be allowed
royalty {ree.

() You do nat owe royally on residue
sas, or any gas plant product resulting
frem processizg zas, that is reinjected
into a reserveir within the same lease,
unit. or approved Federal agreement,
until such time as Lhese products are
finally produced from the reservoir for
sale or other disposition. 'This para-
eraph applies only when Lhe reinjection
is included in a BLM-approved plan of
development or operations.

i) 1f MMS determines thatl vou have
determined an Linproper processing al-
lowanice autkorized by thiz subpart,
then yvou will be required Lo pav any
addivional roratties pias Iate payment
interest deternnivned under 30 CFR
218.5%, Allernatively. you may be enti-
tlod to a credit, but vou will not re-
celve any iulereslh o your overpay-
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